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COMPARATIVE SUMMARY 


year ended December 31, 1973 


Revenue 
Cash flow 
Net earnings 
Cash flow 
Net earnings 


Expenditures On 


per common share 
per common share 


Exploration & Property Acquisitions 


Plant and Equipment 


Shares Issued and Outstanding 


Common (3 for 1 split in 1969) 


Preferred 


Dividends Paid per share 
Common 
Preferred 


Net Production 
*Crude Oil, Synthetic Crude 
Oil, and Gas Liquids 
Natural Gas 
Sulphur 


Gas Gathering & Transmission 
(Sales) 


Oil Gathering & Transmission 
(Transported) 


Liquefied Petroleum Gas 
(Sales) 


Reserves 


Crude Oil, Synthetic Crude Oil 


and Gas Liquids 
Natural Gas 
Sulphur 


Petroleum, Natural Gas and 
Mineral Rights 


Miles of Pipeline Systems 
Propane Distribution Plants 
Number of Employees 


Barrels/day 
MMcf/day 
Long Tons 


MMcf/day 


Barrels/day 


Imp. Gallons 


Barrels 
MMcf 
Long Tons 


Gross Acres 
Net Acres 


*Restated to include synthetic crude oil production 


1973 


$58,964,000 
$25,554,000 
$15,596,000 
$1517. 

72¢ 


$25,300,000 
$4,300,000 


21,644,128 


13,876 
1014 
15,280 


146.4 


110,800 


95,900,000 


71,460,000 
653,560 
323,300 


23,301,169 
11,983,568 


1,358 
02 
602 


1972 


$47,432,000 
$19,476,000 
$10,720,000 
90¢ 
50¢ 


$14,300,000 
$6,800,000 


21,264,674 
154,963 


Doe 


ET OZ2 
98.8 
14,680 


139.4 


113,400 


88,400,000 


70,216,000 
582,200 
326,000 


20,065,818 
10,965,874 


1,350 
94 
567 


1971 


$42,086,000 
$17,479,000 
$ 9,889,000 
812 
47¢ 


$15,700,000 
$8,500,000 


21112 
167,616 


55¢ 


10,604 
93.4 
13,690 


125.8 


117,600 


76,500,000 


69,733,000 
603,700 
241,000 


23,408,839 
14,223,230 


Ae ANY 
54 
563 


‘ 


1970 


$33,901,000 
$15,325,000 
$ 8,912,000 
71¢ 
42¢ 


$10,900,000 
$ 2,900,000 


19,853,829 
228,074 


595g 


122,300 


67,400,000 


63,775,000 
619,600 
255,000 


16,330,047 
POO ;a22 


1,248 
44 
445 


1969 


$34,174,000 
$14,513,000 
$ 8,188,000 
Tasha 
41¢ 


$11,800,000 
$ 5,000,000 


19,662,740 
ZOD, 99/2 


55g 


2,095 
88.3 
10,810 


12053 


123,800 


599,800,000 


49,746,000 
597,000 
246,900 


18,152,342 
12,727,674 


1,109 
a7 
356 


1968 


$29,616,000 
$14,379,000 
$ 8,196,000 
71¢ 
41¢ 


$ 2,900,000 
$ 2,700,000 


5,495,291 
353,042: 


55¢ 


8,834 
81.8 
10,390 


108.6 


122,100 


93,500,000 


46,312,000 
595,800 
257,700 


10,994,464 
5,846,223 


1,091 
36 
340 


1967 


$26,266,000 
$11,961,000 
$ 6,359,000 
60¢ 
BVA 


$10,200,000 
$ 4,100,000 


5,360,843 
399,477 


55¢ 


8,016 
73.0 
6,780 


102.0 


118,700 


48,300,000 


43,826,000 
590,000 


8,411,515 
2,802,293 


EOLO 
37 
360 


1966 


$23,727,000 
$10,267,000 
$ 6,416,000 
D2 
32¢ 


$ 4,000,000 
$ 3,800,000 


5,318,160 
399,480 


12-1/2¢ 
55¢ 


7.36 
710 
4,620 


94.9 


112,800 


43,600,000 


41,914,000 
524,800 


8,827,548 
3,074,010 


949 
37 
367 


1965 


$21,532,000 
$10,084,000 
$ 6,188,000 
51¢ 
31g 


$ 4,300,000 


$ 5,400,000 


4,395,806 
458,765 


25¢ 
27-1/2¢ 


102,200 


30,700,000 


33,350,000 
554,200 


DIRECTORS sREEORT 


TO THE SHAREHOLDERS: 


Revenues and net earnings in 1973 
were the highest in the history of 
the Company, reflecting 
improvement in virtually all areas 
of operations. These results are 
gratifying and indicate that the 
Company is enjoying the benefits 
from current favourable market 
conditions and the cumulative effect 
of successful undertakings over a 
period of years. 


Cash generated from operations 
was $25,554,000. Capital 
expenditures on exploration, 
including Elf Oil Exploration and 
Production Canada Ltd., Panarctic 
Oils Ltd., and foreign, totalled 
$17,213,000. Other expenditures, 
including property acquisition, 
plant and equipment and dividends, 
brought the total expenditures to 
$32,784,000. These large 
expenditures were incurred to 
purchase reserves of gas and oil 
and participate in sufficient 
exploration to replace reserves 
currently being produced and allow 
a reasonable chance of future 
success. The cost of finding new 
reserves is increasing steadily and 
uncertainties as to government 
attitudes and policies continue to 
plague those responsible in 
exploration and producing 
companies when making decisions 
regarding current and future 
actions. 


On February 8, 1974, the Company 
commenced an action in the courts 
to have declared as invalid the 
Saskatchewan legislation that 
imposes a mineral income tax and a 
royalty surcharge on the Company’s 
crude oil production in that 
Province. The Company contends 


that this legislation is beyond the 
competence of the Saskatchewan 
legislature in that it constitutes an 
indirect tax and an invasion of the 
federal power to regulate trade and 
commerce. 


It would appear that today most 
governments are willing to impose 
legislative controls on the oil and 
gas industry without full 
appreciation of the long-term 
detrimental effects that such 
legislation may have on the country 
as a whole. Policies that control 
crude oil and gas prices so as to 
limit the return to oil companies will 
not in the long term be in the best 
interests of the consumer. The rate 
of return on oil and gas investment 
must be commensurate with the risk 
and comparable to like investments 
in other parts of the world. Limited 
profits and unlimited losses can 
only jeopardize future oil and gas 
exploration, to the detriment of the 
Canadian public. 


Those who advocate nationalization 
or the formation of government 
owned oil companies as the most 
desirable method for satisfying 
Canada’s future requirements for 
oil and gas, demonstrate a lack of. 
understanding of the complicated 
problems related to the industry, 
and fail to realize the tremendous 
investment and the diversity of 
expertise required to attain 
success. 


The highlights for the year may be 
summarized as follows: 


1. Substantial improvement in 
earnings; 

2. Increase in crude oil and gas 
prices; 

3. Appreciably higher royalty 
revenue from the Athabasca 
Tar Sands project; 


4. Participation in a large farm-in 
on the Nova Scotia continental 
shelf; 


5. Acquisition of a concession 
offshore Oman; 

6. Marked improvement in the 
results from the Liquefied 
Petroleum Gas Division; and 

7. A major acquisition of 
producing gas reserves. 


At the meeting of the Board of 
Directors in April, 1973, following 
the annual general meeting, Mr. 

E. A. Galvin, formerly President 
was appointed Chairman of the 
Board and Mr. E. G. Battle, 
formerly Executive Vice-President, 
was appointed President. On 
January 1, 1974, Mr. Battle resigned 
this appointment to become 
President and Chief Operating 
Officer of the parent company, 
Northern and Central Gas 
Corporation Limited. Mr. Galvin has 
again assumed the Presidency of 
the Company as well as retaining 
his position as Chairman of the 
Board. Your Directors extend to Mr. 
Battle their sincere appreciation of 
his valued services to the Company 
which have extended from 1957 to 
1973 and are pleased that, although 
he is no longer employed by the 
Company, his abilities and 
leadership are still available. 


Your Board welcomes three new 
Directors, Messrs. Adam H. 
Zimmerman, Henry S. Romaine, and 
Vernon Taylor. 


On behalf of the Board 


Lio fv ioe 


Chairman and President. 


Calgary, Alberta. 
March 27, 1974. 


Exploration activity reached the 
highest level in the Company’s 

history. Capital expenditures of 
$17,213,000 were distributed as 


follows: 
Western Canada $ 6,902,000 
Canadian 
Frontier Areas 3,058,000 
Elf Canada 
and Panarctic 4,542,000 
[MOISES Gun can ete: 2,711,000 
$17,213,000 
DRILLING 


During the year, the Company 
participated in the drilling of 119 
wells (40.18 net) resulting in 29 oil 
and 26 gas wells (6.44 and 9.54 net 
respectively). The following table 
indicates the drilling areas and 
compares the total drilled in 1973 to 
that of 1972: 
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Oil Gas Abandoned 1973 Total 1972 Total 
Gross Net Gross Net Gross Net Gross Net Gross Net 
Alberta 
Exploratory ...... 3 vey il ayaa) 15.34 61 23.63 Be) SV 
Development ..... 25 4.47 @ i 6 NE) on 8.39 PLY Sey? 
British Columbia 
RxXplORaton vacua _ — 1 05 if 2.94 8 2.99 10 Sh 2e 
Development ..... 1 24 — = 3 45 4 .69 10 2.63 
Saskatchewan 
EXploratonyanres sr a — 2 “WN {O0) 2 1.50 4 2.50 10 4.91 
Development ..... — _- — — 1 .28 
North Sea 
Exploratory ...... _ — a a 1 .20 1 .20 1 .20 
Arctic 
EpqollopuiOVeyy oa Gov > — _ — = = = — aoa + ol 
Malta 
Exploratory ...... = = = = = = at = 1 O74 
Tuktoyaktuk 
EXplORattGR Vane i — — — 2 40 2 .40 1 .20 
Adriatic . 
15ip-q 0) Cop ue 0) i PE 1 1.00 1 1.00 = = 
Tunisia 
Exploratory .....- = — — — 1 .38 1 38 a = 
TOA eet e 99 644 26 9.54 64 2420 119 4018 104 39.29 
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WESTERN CANADA 
SEDIMENTARY BASIN 


Southern Alberta 


An active exploration and 
development drilling program of 53 
wells, (35 exploratory and 18 
development) resulted in 12 oil and 
15 gas completions. The greatest 
activity was in the Countess area in 
which 30 wells were drilled, 
resulting in 5 gas and 11 oil wells. 


An oil discovery was made in April 
1973 known as the Countess ‘‘O”’ 
pool. Three successful follow-up 
wells have been completed in the 
pool with oil pays averaging 34 feet. 
The Company plans a continuing 
active program during 1974. 


ah 
Mc Gregor 
Lake 


Peace River Arch 
(See map on page 7) 


Northwest Alberta, especially in the 
vicinity of Peace River, received 
considerable attention in 1973. 
Lands were acquired, bringing the 
total in which the Company and its 
subsidiaries hold varying interests, 
to 953,000 gross (483,000 net) acres. 
Seismic evaluation of a portion of 
these lands amounted to 440 line 
miles and 4 wells were drilled 
resulting in 2 oil wells in the Golden 


field, and one gas well. The 
Company’s share of current 
estimated recoverable reserves at 
Golden is 3.4 million barrels. An 
aggressive program will be 
continued in 1974. 
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Alberta Oil Sands 

(See map on page 6) 

The Company owns varying 
interests (averaging 81°%o) in 
approximately 250,000 acres in the 
heavy oil sands within, or adjacent, 
to, the known oil sand deposits at 
Cold Lake, Athabasca and Peace 
River, Alberta. Three wells were 
drilled in 1973 at Athabasca and 
additional drilling is planned for 
1974. 


In addition to the above the 
Company has income from its 
royalty interest in the Athabasca 
Tar Sands project to which 
reference is made on page 11. 


| 


CANADIAN ARCTIC 
(See map on pages 14 & 15) 
Sabine Peninsula 


Panarctic as operator, is drilling a 
deep exploratory test well (18,000 
feet) on the Sabine Peninsula of 
Melville Island; located 2,000 feet 
from the Drake Point gas discovery, 
on lands in which Prairie Oil 
Royalties Company, Ltd. owns a 
3.150 working interest. Prairie will 
participate in the drilling of a 
12,000-feet exploratory test located 
on the north end of the Sabine 
Peninsula on lands in which it owns 
a 3.15°/0 working interest. Drilling 
will commence at this location in 
the spring of 1974. 
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Tuktoyaktuk Peninsula 


In 1972, the Company entered into 
an agreement with Imperial Oil 
Limited, whereby the Company 
would earn a 20°%o interest in 
155,000 acres in the Tuktoyaktuk 
Peninsula on the Canadian Arctic 
Coast for the drilling of 6 
exploratory wells. Three of the test 
wells were drilled and abandoned 
during the 1972/73 winter season, 
and a fourth, commenced late in 
1973, has since been abandoned. 
The two remaining wells, Russell 
and Amorak will be drilled before 
spring break-up, 1974. 
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ELF OIL EXPLORATION AND 
PRODUCTION CANADA LTD. 


In 1969 the Company entered into 
an agreement to acquire a 10°/o 
interest in Elf by carrying out 
exploration work over a period of 
five years. The 1973 portion of 
expenditures was $4,416,000. All 
financial obligations under the 
original arrangement should be 
completed by the end of 1974. 
During 1973 Elf participated in the 
drilling of 25 wells, resulting in four 
gas wells and one oil well. The land 
holdings of Elf are shown at the foot 
of the land schedule on inside back 
cover. 


EAST COAST OFFSHORE 


With two partners, the Company 
has negotiated an arrangement 
with Shell Canada Limited involving 
P.&N.G. Permits located on the 
Nova Scotian continental shelf. 
CIGOL has committed to pay 25% of 
the cost of 4 exploratory test wells 
during 1974 and will thereby earn a 
1212°/o interest in 4 acreage blocks 
on which the wells are located. It 
also has a continuing option to 
participate in the drilling of an 
additional 5 test wells. If CIGOL 
participates in all of the 9 test wells 
drilled, it will earn a 121%2%o 
interest in the 13,464,000 acres of 
farm-out lands. The first well has 
been drilled and abandoned using 
the ‘““Sedco H”’ drilling vessel. 


NORTH SEA 


Exploration and development in the 
properties in the North Sea, in 
which the Company has an interest, 
was hampered during 1973 due to 
the lack of drilling equipment. As a 
result, only one well was drilled 
during the year. This well was on 
block 47/14a (20°/o interest) and 
was drilled as a delineation well 
and follow-up to the gas discovery 
made in 1972. Gas was encountered 
but at flow rates lower than in the 
discovery well. Two additional 
wells are planned on this block for 
1974 if drilling equipment can be 
obtained. 


In addition a well will be drilled on 
block 210/19 where the Company 
has a 15°%o interest. This block is 
located in the northern part of the 
North Sea between Norway and the 
Shetland Islands, and is in close 
proximity to the major oil strikes of 
Brent, Thistle and Dunlin. The 
operator for the group has 
contracted for the use of the drilling 
vessel ‘‘Odin Drill’ and it is 
anticipated that this well will be 
spudded in the second quarter of 
1974. Later in the year it is 
anticipated that the Company will 
again obtain the services of the 
“Odin Drill” to drill on block 38/2 
(15% interest) located close to the 
oil fields of Auk and Argyll. 
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GENERAL 


CIGOL is continually searching for 
new opportunities in foreign 
exploration and has been 
negotiating with governments and 
companies in various parts of the 
world. Some of these negotiations 
have reached advanced stages and 
it is anticipated that new 
exploration projects will result. 
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FOREIGN OPERATIONS 


TUNISIA 

The Company holds a 38% interest 
in three separate permits 
containing a total of 3,682,853 
acres. Two permits are offshore in 
the Gulf of Tunis and the Gulf of 
Gabes and the third, Bir Tourkia 
permit, is located in the western 
desert. The first exploratory well 
was drilled late in 1973 on the 
722,535-acre block in the Gulf of 
Tunis. The well was abandoned 
after encountering modest 
hydrocarbon shows. Additional 
seismic evaluation is being 
undertaken on all the concessions 
with a view to defining further 
drilling targets for 1974 and 
subsequent years. 
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OMAN 

Early in 1973, together with other 
members of an international 
consortium, the Company entered 
into an agreement by which it 
obtained exploration rights over an 
offshore area of approximately 
3,372,983 acres. The Company’s 
interest is 31.25%o. Following a 
reconnaissance seismic program, a 
structure has been chosen for the 
drilling of a well in late 1974. 
Additional seismic will be carried 
out to define the precise drilling 
location. 
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PROPOSED LOCATION 


ARABIAN SEA 


The Company’s 1973 cash flow of 
$25,554,000 was contributed by the 
various operating divisions as 
follows: 


Crude Oil, Synthetic Crude Oil, and 
Gas Liquids Production 


Natural Gas Production 


Oil Gathering and Transmission 


Gas Gathering and Transmission 


Liquefied Petroleum Gas 


CRUDE OIL, SYNTHETIC CRUDE 
OIL AND GAS LIQUIDS 
PRODUCTION, AND RESERVES 


Crude oil and gas liquids production 
for the year, after deduction of all 
royalties, increased 14% to 12,662 
barrels per day, compared to 11,095 
barrels per day in 1972. Crude oil 
production averaged 11,633 barrels 
per day, condensate 482 barrels 
and propane and butane 547 
barrels. During the year the price 
paid for Western Canada crude oil 
increased by 85¢/barrel. As a 
result the price currently paid for 
the Company’s crude oil production 
averages $3.42 per barrel. Similar 
price increases were also obtained 
for the Company’s gas liquids 
production. Further increases in 
crude oil prices and Alberta 
royalties are expected during 1974. 
In addition to the above production 
the Company’s share of synthetic 
crude production and revenue from 
its royalty interest in Great 
Canadian Oil Sands Limited oil 
sands plant at Fort McMurray, 
Alberta, was 1,214 barrels per day 
and $1,732,000 respectively. For 
every 10¢ per barrel increase in 
synthetic crude oil price the 
Company’s royalty will increase by 
$115,000 per annum at the 1973 
production rate of 50,361 barrels 
per day. Great Canadian Oil Sands 
Limited now has approval to 
increase the allowable plant output 
to 65,000 barrels per day which, if 


$25,554,000 


$ % 
11,880,000 46.3 
4,202,000 16.5 7 
3,877,000 15.2 oS 
3,273,000 12.9 ree. 
2,322,000 9.1 


implemented, would increase the 
royalty income accordingly. 


Net crude oil, synthetic crude oil, 
and gas liquids reserves as 
estimated by Company engineers at 
year end were 71,460,000 barrels, 
an increase of 1,244,000 barrels. 


In 1973 the Company disposed of 
certain producing and 
non-producing properties in the 
Hamilton Lake, Alberta, area for 
$4,515,000. 


NET PRODUCTION DAILY AVERAGE 
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BARRELS 


(Left Scale) (Right Scale) 


Crude oil and gas liquids ———— —— Natural gas 


MILLION OF CUBIC FEET 


OPERATIONS 


Crude Oil, Synthetic 
Crude Oil & Gas Liquids 


Production 


Barrels Per Day (Net) 


1973 1972 
ALBERTA = 

@Goumtessiaenac somes 2,955 1,509 
JORRREENIO yin oo ond 6 ao ob 1,009 Paves 
PYetioloviel aaananae coe 864 974 
Snel IShWIG. 44400. 40¢ 514 526 
SwinMoyNOw? sohoonncoae 503 463 
Redwiaterins.. ccmmincane 380 304 
Coldenepen ssa ee 290 125 
West Drumheller 263 169 
eqn enc 185 186 
Scull ak oA as wae 175 195 
JRathtietety. Yen an-c Sale eben 136 215 
Lloydminster ........ 124 124 


Other Fields 


Synthetic 
(CremoteyOm sasaace 1,214 B27, 
Royalty Interests .... 90 78 
Goncdensaitemenr ees 482 481 
Propane & Butane 547 510 
10,748 8,197 

SASKATCHEWAN 

NVCMIOMVSR aeeoond sone 477 503 
Havilety teva, wack ee 291 250 
West Kingsford ...... 195 196 
Oueensdale wana 104 104 
@ther Pieldsi 295 301 
Royalty Interests 744 776 


BRITISH COLUMBIA 


POCA memuchan tare cecil TEXS 979 
(Ohloieie leneNalS — Gan aa Gas 245 256 
Royalty Interests 35 43 
1.005 PATA S) 

ODHERGARE AS nee 17 17 
13,876 11,622 


NATURAL GAS PRODUCTION 
AND RESERVES 


Natural gas production, after 
deduction of all royalties, averaged 
101.1 MMcf. (million cubic feet) per 
day compared to 98.8 MMcf. per 
day in 1972. Of this production, 41.6 
MMcf. per day was delivered to the 
Company's gas gathering and 
distribution system in the 
Edmonton, Alberta area, while 35.4 
MMcf., 6.1 MMcf., and 12.2 MMcf. 
per day were sold to TransCanada 
Pipe Line Limited, Alberta & 
Southern Gas Co. Ltd. and 
Westcoast Transmission Company 
Limited respectively. Miscellaneous 
sales amounted to 5.8 MMcf. per 
day. Of the 41.5 MMcf. per day sold 
to TransCanada and Alberta & 
Southern, 22 MMcf. per day was 
re-negotiated as to price during the 
year, increasing the average sales 
price to 26.25¢ per Mcf. from 16.5¢ 
per Mcf. Effective November 14, 
1973 the B.C. Petroleum Corporation 


eZ, 


Natural Gas Production 
Millions of Cubic Feet Per Day (Net) 


1973 1972 
ALBERTA eee. ee 
NNER coca ono an's 18.0 15.4 
Fort Saskatchewan .. 10.1 10.2 
Bindlossi eer 6.4 6.5 
ING VIS: © Eats reer eee 6.3 6.3 
EMOSMBINS scoeneadoc 6.1 6.7 
INIESENNCEI® Cao dp acone 4.7 4.4 
Bittern) a keener 3.8 6.1 
Grossticlcierenenee 3.0 Sy 
Graigendie anne 3.4 3.6 
Gountessiaeeaeereroe 23 a7 
IBGIBYSINC! pao 0005000% Dp) 153 
Gampbelle semen 2.1 2.0 
Other Fields eames 19.6 19.0 
Royalty Interests .... 2.6 rill 
91.2 89.0 
BRITISH COLUMBIA 
Jedney Bubbles 
EB; Laprise anemic 8.1 7.9 
Other Fields” =. <7 .5-- 8 8 
8.9 8.7 
OUMERCAREAS Saeeeare 1.0 [oil 
101.1 98.8 
has offered to pay 18.5¢ per Mcf., 
with no royalty charge, for all gas 
on stream before 1965, which gas 
was previously being purchased by 
Westcoast. This price represents an 
effective increase of approximately 
8d per Mcf. 
Further increases in wellhead price NET RESERVES 


for gas are expected during 1974 
and future years. Such increases, 
however, will be offset in part by 
increased royalties. 


On December 31, 1973, an interest 
of 55%, (increasing after payout of 
certain costs to 62%/o) in the Bruce 
Gas Unit of Alberta was purchased 
for a cash consideration of 
approximately $8 million. It is 
anticipated that the rate of 
production attributable to the 
Company’s interest will be 10 
MMcf. per day in 1974. 


Net natural gas reserves at year : 
end were 653,560 MMcf., an MILLIONS OF BARRELS BILLIONS OF CUBIC FEET 


(Left Scale) (Right Scale) 


inc rease of a) ,360 MMcf. over 1 972. Crude oil & gas liquids ————= ———._ Natural gas 


OIL GATHERING AND 
TRANSMISSION 

Trans-Prairie Pipelines, Ltd., owns 
and operates a total of 622 miles of 
gathering and transmission 
pipelines in the four western 
provinces and in 1973 transported a 
total of 37 million barrels of crude 
oil and products — an average of 
101,600 barrels per day as 
compared to 105,400 in 1972. 
Proven and probable recoverable 
reserves in the fields served by the 
systems are 439 and 358 million 
barrels respectively. 


In addition, CIGOL owns and 
operates an 74-mile crude oil 
gathering and transmission pipeline 
system in Alberta with deliveries of 
9,210 barrels per day in 1973. The 
fields served by this system have 
reserves of approximately 20 million 
barrels. 


NATURAL GAS GATHERING & TRANSMISSION 
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DAILY AVERAGE SALES — MILLIONS OF CUBIC FEET 


Alberta Syste es [3.0 System 


GAS GATHERING AND 
TRANSMISSION 

The Company’s industrial gas 
system comprises 221 miles of 
pipeline and two natural gas 
processing plants. These facilities 
gather and process gas produced 
by the Company and others for 
transmission and sale to industrial 
customers in the Edmonton area of 
Alberta. Approximately 60°%o of the 
gas supplied to this system is 
purchased under long-term 
contracts, the remainder being gas 
produced from wells in which the 
Company owns an interest. 


Average sales from the industrial 
gas system were 125.2 MMcf. per 
day in 1973 compared to 119.5 
MMcf. per day in 1972. 


A wholly-owned subsidiary of 
Trans-Prairie Pipelines, Ltd. — 
Columbia Natural Gas Limited — 
operates a 411-mile gas utility 
system serving 7,708 customers in 
communities and industries in the 
east Kootenay area of British 
Columbia. The natural gas for this 
system is purchased from gas 
transmission companies. Continued 
growth in the operating area has 
resulted in an increase in sales 
from 19.2 MMcf. per day in 1972 to 
20.4 MMcf. per day in 1973. 


CRUDE OIL & PRODUCT TRANSPORTED 
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DAILY AVERAGE — THOUSANDS OF BARRELS 
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British Columbia 


ees Alberta 
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CANADIAN ARCTIC 


fae) 100% . i Prairie Oil Royalities B.C. Oil Lands 6.17659 each 

fe 100% subject to 3% O.R.R. to Reserve Oil & Gas Ltd. Es Prairie Oil Royalities B.C. Oil Lands 3.15% each @ Oil Well 

| ae 100% subject to Sun Oil Company option to earn 50% eee a Prairie Oil Royalities B.C. Oil Lands 1.575% each 3e Gas Well 

=< aa 75% W/Z, Prairie Oil Royalities B.C. Oil Lands .9056% each -6- Abandoned Well 
aes 25% ares Prairie Oil Royalities B.C. Oil Lands .4725% each fe) Location or 
=a 15% ee Tuktoyaktuk Farm-In Peete 
oe 4% (ee) Elf Oil Exploration & Production Canada Ltd. 
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TRANS PRAIRIE PIPELINES LTD. 


ALBERTA 


318 MILES PIPELINE 
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76 


Note: 


ELKFORD 
50 —+ 
327 SER. >} 
ie i 
= I 
KIMBERLEY | 
COLUMBIA NATURAL GAS LIMITED Tor cen: 
F Soa 
175 MILES PIPELINE ISPARWOOD  ) 
575 SER. 
 — 
CRANBROOK | 
2,987 SER, FERNIE | p hens . 
1,161 SER | 
0 5 
10 \ I 
— ELKO ? I 
ILE ~ 
om 
oe - ys \ 
a= 
ie eee : 
A 
Ge 
cola 
CRESTON YAHK |) -—~ 
891 | SER y; 
O54) sce 


Not shown are the Beaver River gas utility system, (30 miles) and the 


Golden oil pipeline (6 miles) both in Alberta. 


LIQUEFIED PETROLEUM GAS 


Through its wholly-owned 
subsidiary, Cigas Products Ltd., the 
Company markets liquefied 
petroleum gases and associated 
appliances and equipment at the 
wholesale and retail levels in the 
western Provinces of Canada and in 
the States of Washington and 
Oregon. 


Sales of propane and butane 
increased 8.5°%o to 95.9 million 
gallons in 1973, primarily as a 
result of greater sales volumes in 
the Province of British Columbia 
and the States of Washington and 
Oregon. 


The current energy shortage in the 
U.S.A. has exerted pressure on 
Alberta propane supply and as a 
result prices have escalated 
considerably during the year. The 
Company has kept pace with these 
rapid changes by making 
appropriate price adjustments to 
the customers, which together with 
increased sales have résulted in a 
substantial increase in gross 
revenue and a modest increase in 
net revenues. Gross sales in 1973 
were $20,756,000 as compared to 
$16,259,000. 


Both federal and provincial 
regulatory bodies have become 
involved in the pricing and export of 
liquid petroleum products, which 
may to some extent limit flexibility 
which is very important to the 
success of this type of operation. 


LIQUEFIED PETROLEUM GAS SALES 
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Millions of Imperial Gallons 
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Cigas Products Ltd. -———————— 
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Western Propane Inc 
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FINANCIAL 


NET EARNINGS 


Net earnings for the year were 
$15,596,000, an increase of 
$4,876,000 or 45% over last year. 
Net earnings per common share 


were 72¢ and 50¢ respectively. 


CASH FLOW 


Cash flow from operations was 
$25,554,000 or $1.17 per common 
share compared to $19,476,000 or 
90¢ per common share for the 
previous year. The improved cash 
flow will assist in providing the 
Company with the necessary funds 
to carry out the extensive 
exploration program planned for 
1974. 


CASH FLOW 


SALES, SERVICES AND 

OTHER REVENUE 

Gross revenue increased 24°%o to 
$58,964,000 in 1973, largely 
attributable to higher volumes and 
prices in the sales of liquefied 
petroleum gases, greater oil 
production and improved selling 


prices. 


COSTS AND EXPENSES 


Total cash and non-cash costs and 
expenses were $43,081,000, an 
increase of 19%, as a result of 
higher costs of products purchased, 
larger volumes, and some increase 


in operating expenses. 


9.1% fe] Liquefied petroleum gas 
12.9%o i) Gas gathering and transmission 
15.2% Es) Oil gathering and transmission 
16.5°%o Natural gas production 
46.3% 4] Crude oil, synthetic crude oil, and gas liquids 
production 
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GROSS REVENUE AND EARNINGS 


(MILLIONS OF DOLLARS) 


mee ye 


a 
. 


GROSS REVENUE === 
CASH FLOW 
NET EARNINGS === 


PROPOSED FINANCING 
The proposed $30 million (U.S.) 


financing of the Company’s 
wholly-owned subsidiary, CIGOL 
International Ltd., reported in the 
1972 annual report, was not 
completed due to adverse 
conditions in the United States’ 


money market. 


DEFERRED INCOME TAX 


The Company’s current policy is to 
record income taxes when they 
become payable (flow-through 
method) which is consistent with 
the practice prevailing in the oil 
and gas industry. Recently various 
Securities Commissions have 
questioned the use of the 


flow-through method of accounting 


and have stated that deferred tax 
accounting should be followed. 
Consequently the Company may 
adopt the deferred tax accounting 
method for the year 1974. Under 
deferred tax accounting the 1973 
net earnings would have been 
reduced by $5,800,000 but the cash 
flow would have remained 


unchanged. 


PREFERRED SHARES 


The conversion privilege attached 
to the 512° cumulative preferred 
shares of the Company, expired on 
julyot. 1973 and-as a result 
substantiaily all the outstanding 
preferred shares at that date were 
converted into common shares. The 
few remaining preferred shares 
were redeemed on September 30, 
NOS. 


COMMON SHARE DIVIDEND 

Two dividends, totalling $2,155,000, 
were paid on the outstanding 
common shares of the Company on 
March 30 and October 19, 1973, for 
a total of 10¢ per share for the 


year. 


Principal Subsidiary Companies 


Cigas Products Ltd. (100°%o) 


LP Gas marketing 
Western Propane, Inc. (100°%o) 


LP Gas marketing in Washington and Oregon 


Prairie Oil Royalties Company, Ltd. (74°%o) 


Oil & gas exploration and production 


Trans-Prairie Pipelines, Ltd. (97%) 


Oil pipelines and oil & gas exploration and production 


Columbia Natural Gas Limited (100°) 


Utility gas distribution in British Columbia 


aD 


SOURCE OF WORKING CAPITAL 


2.5% ES) Sale of fixed assets 

9.4% eee Long term debt additions 
10.0°%o ses | Sale of producing properties 
21.4% Ez Bank loan additions 
56.7% ein | Cash flow 


APPLICATION OF WORKING CAPITAL 


2.2%0 [=a] Other 

4.9% ea Dividends 

9.5% [rea] Plant and equipment 

10.0°%o a) Acquisition of Elf Oil shares 
27.3%o ie] Increase in working capital 
46.1%o EQ Oil and gas properties 
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CANADIAN INDUSTRIAL GAS & OIL LTD. 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF EARNINGS 


for the year ended December 31, 1973 


SALES; SERVIGE AND OTHER OPERA TING: REV ENW Eaie gee ra ocr. 


COSTS AND EXPENSES 


Gas and other merchandise purchased mate er eee 
Selling, operating and administrative expenses .............. 
Interest (Note25 i mance en er ee nee eee Dam aheeed oda wae 
Depletion ~< fess iiek Slik ate te cee eae ec oes ea ey 
Depreciations i... 260 eae kee De ae kek com eee ees oie ete 
MinOrityvinterest: ee sae a meets tres etme coe eaters rae Saree reire iene i 


EARNINGS BEFORE INGOME TAXES AND 


EX TRAORDINAR Yel LE Migiy ec ptsraG he etree Semen one ner tee eee 
Ineomertaxesa(Note.8) Beene entre. coe nee eee ena 
EARNINGS BEFORE EXTRAORDINARY [PEIN Serre eee aene 


EXTRAORDINARY ITEM 


Loss on abandonment of propane storage facilities ........... 


NET EARNINGS (Note 8) 


PER COMMON SHARE — based on weighted average 
number of common shares outstanding 


Earnings before extraordinary item 


Net earnings 


COmO) CC ec WOME NORT) (Oe Oacert GS Cho Cenud o Ote ni alo 


Ce ORMOND (CeO NEO OmUnc? Giiietr Gate Ont a ot 


BO. 0) 6 eh ia; (6; (6) 0) (ei Ke: (6 x0) <6" jel te: 0 (ere) a; aie (6) ee) BSS, 0) 0) 0710: Och) Je) euler a. eivenwuip lie) seme 


1973 


$58,964,000 


17,246,000 
13,917,000 
2,370,000 
5,615,000 
3,748,000 
185,000 


43,081,000 


15,883,000 
287,000 
15,596,000 


$15,596,000 


1972 


$47,432,000 


13,273,000 
12011, 000 
2,026,000 
4,868,000 
3,277,000 
135,000 


36,090,000 


11,342,000 
316,000 
11,026,000 


306,000 
$10,720,000 


CONSOLIDATED STATEMENT OF 


for the year ended December 31, 1973 


SOURCE OF WORKING CAPITAL 


Operations 


Earnings before extraordinary item 


Charges not requiring working Capital 2053. a..0.c.50seenes 


Working capital generated from operations ............. 


Sale of producing properties and 
equipment thereon 


Sale of other fixed assets 
Bank loans additions (reductions) 
Long-term debt additions (reductions) 
Issue of convertible notes 
Issue of common shares for cash 


APPLICATION OF WORKING CAPITAL 
Oil and gas properties 
Plant and equipment 


Investments 


Dividends 


Costs of proposed public financing 
(Qjd itches: weet eer Aaron 


ai, fe) se: \biure) se thenuel (my ba .en (6: 


GP Oo DO. Od Gaol oOo Ord oO OO 0 OO ps0 Oo to ode a tc 


ai dell tel Saneleg))eavopvelmedvetnemiey seus) ‘else 9) Je, Wp Ore) vor dm Selves le, ne: kel egies ess 


INCREASE (DECREASE) IN WORKING CAPITAL ............+4-. 


CHANGES IN FINANCIAL POSITION 


1973 1972 
$15,596,000 $11,026,000 
9,958,000 8,450,000 
25,554,000 19,476,000 

4,515,000 = 
1,104,000 560,000 
9,631,000 (2,113,000) 
1,723,000 (1,354,000) 

2,510,000 = 
58,000 407,000 
45,095,000 16,976,000 
20,789,000 9,267,000 
4,298,000 6,816,000 
4,542,000 4,994,000 
2,195,000 86,000 
408,000 375,000 
552,000 (320,000) 
32,784,000 21,218,000 
$ (4,242,000) 


$12,311,000 


BEE 


CONSOLIDATED BALANCE SHEET 


as at December 31, 1973 


Assets 
CURRENT ASSETS 


Gash-and short-term: depositem isms ee eee ee 
INCOMES ANNCSINIEIOIE coocneccoaoddacudoncunsobudonad 


Inventories of merchandise and supplies, 


at lower Of Cost onreplacement Costa eae ete eee 
Prepaid expenses andidepositsaser- teen ee 


INVESTMENTS, atseost (INOtE-2) eae ere renee eee 


PROPERTY, PLANT AND EQUIPMENT 


(Notes 1-and 3)" cae hecoare et oe eee eee eee 
Accumulated depletion and depreciation .............. 


OTHER ASSETS jeteersn ass «aces re tered mena ane 


Signed on behalf of the Board: 


E. A. GALVIN, Director 


EeaGs BATTLE, Director 


1973 1972 
$ 6,300,000 $ 3,942,000 
12,412,000 8,884,000 
2,697,000 2,203,000 
878,000 568,000 
22,287,000 15,597,000 
22,076,000 L72916,000 
193,396,000 174,741,000 
75,940,000 67,364,000 
117,856,000 107,377,006 
509,000 583,000 


$162,728,000 


$141,473,000 


Liabilities 


CURRENT LIABILITIES ion ae 
Aceounts payable and accrued Charges> .c..c.< assumes $ 8,478,000 $ 7,433,000 
LCOMEGA NES Viteanean cme Me ee iter Beem ee ee Oe Ge aa ht ee tenes 533,000 664,000 
Current maturities on bank loans and 

longterm debt (Notes 4:and:5)) <c.cc.ne taiea ee eine eee? te 3,174,000 3,786,000 
MES Orp al em tC Ol Ail Views coesecen My cere ecuce oece as stat aye qa ace Mere eres -- 6,016,000 
Wefernre din Comer aare esi Motach hue hie ateesahi ek waster caer 691,000 598,000 

12,876,000 18,497 ,00O0 

BANKIROAINS IN OtGc4liye cc trihte mecca ohae tn eeee ee eae 20,759,000 11,128,000 

LONGER DRE TaN ote Glia sacee yee eel ease ee 15,645,000 11,412,000 

MINORITY INTEREST IN SUBSIDIARY COMPANIES “32.25. -2-4. 2,600,000 2,467,000 

DEFERRED INGOME CAXES (Note’S) 0.0) ses «sen aeoeemes 1,465,000 1,221,000 

COMMITMENTS AND CONTINGENT LIABILITIES (Note 9) 

Shareholders’ Equity 

CAPITAL STOCK (Note 6) 

Authorized 
500,000 512°%o cumulative redeemable convertible 
voting preferred shares, par value $10 each 

50,000,000 common shares without par value 

Issued 
Nal) (1972 154/963) preferred shares ":4...4--.).- — 1,550,000 
21,644,128 (1972 - 21,264,674) common SIDAT OS Ay cece ee 29,283,000 27,716,000 
29,283,000 29,266,000 
CONTRIBUTES WIND Wie aces cierscurwniae bnuciot srehensutael wera tiina ores 173,000 956,000 
PM RAINED FARNINGS (Notes: 7 aid:8)) ia wa@ anise omieriarant 79,927,000 66,526,000 
109,383,000 96,748,000 


$162,728,000 


$141 ,473,000 
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CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


for the year ended December 31, 1973 


1973 1972 
BALANCE AT BEGINNING OF YEAR, = as eae 
as: previously reported mes ere ee eee eens, $66,957,000 $56,538,000 
Adjustments of prior years’ income taxes 
of subsidiary companiesmn sara cr eit teen ee eae 431,000 646,000 
BALANCE AT BEGINNING OF YEAR, as restated .............. 66,526,000 55,892,000 
NG @aTnin eS 2c ate nce fs crete ie ke eae Sey et nee nae eee eee ener ee 15,596,000 10,720,000 
82,122,000 66,612,000 
Dividends *——" prelerted shares ams] arey eee eee 40,000 86,000 
—) Common shares ae eee re eee 2,155,000 —_— 
2,195,000 86,000 
BALANCE AT END:OF YEAR (Notes and. 8) sierra ee ee $79,927,000 $66,526,000 
CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 
for the year ended December 31, 1973 
1973 1972 
BALANCE AT BEGINNING OF cY EARS were eee cae $956,000 $956,000 
Costs of proposed public financing, 
subsequently.cancellediass nen ea eee a 783,000 — 
BALANGE AT ENDVOE YEAR Spec rereie sie teense ener $173,000 $956,000 


NOTES TO 1973 CONSOLIDATED FINANCIAL STATEMENTS 


Note 1 ACCOUNTING POLICIES 


Principles of Consolidation 
The consolidated financial statements include the accounts of Canadian Industrial Gas & Oil Ltd. (the Company) 
and all of its subsidiaries. All subsidiaries are wholly-owned at December 31, 1973 with the exception of Prairie Oil 
Royalties Company, Ltd., Parys Mountain Mines Limited and Trans-Prairie Pipelines, Ltd., in which the Company has a 
74°o, 69% and 97% interest respectively. The excess of the cost of shares of purchased subsidiaries over the 
underlying net book value of their assets at dates of acquisition has been included in property. plant and equipment 
and is being systematically amortized on the same basis as the related assets. 


Depletion 
The companies follow the practice of capitalizing both productive and non-productive costs related to the 
exploration for and the development of oil and gas reserves, and of depleting such costs on a composite unit of 
production method based on total estimated recoverable reserves. Costs related to the exploration for and development 
of mining properties are capitalized and charged to earnings if the project or property is abandoned. 


Depreciation 
Depreciation of pipelines, plants and equipment is being provided at rates which will amortize original costs over 
the estimated useful lives of the respective assets. 


Foreign Exchange 
Amounts in foreign currency are converted to Canadian dollars on the following bases; 


(i) Current assets and current liabilities, at the rate of exchange as at the balance sheet date; 
(ii) Fixed assets, at the rate of exchange at the date of acquisition; 
(iii) Long-term debt payable in foreign currencies, at the rate of exchange at the date incurred; and 


(iv) Revenue and expenses, at the average rate of exchange for the period. 


Note 2 INVESTMENTS 


Investments at December 31, 1973 include 1,020,000 common shares (10% of the total outstanding common shares) 
and 1,860 preferred shares of Elf Oil Exploration and Production Canada Ltd. (Elf). On November 22, 1969, the 
Company entered into an agreement to subscribe for a share interest in Elf. The consideration for the Elf shares was 
the commitment by the Company to incur over a five-year period drilling and exploration expenses on petroleum and 
natural gas rights in Canada owned or controlled by Elf in an aggregate amount of $23.5 million approximating $4.7 
million per annum. The agreement contains provisions for the acceleration of the programmed expenditures and, under 
certain circumstances, for the incurring of additional expenditures. A total of $18.8 million has been incurred on 
drilling and exploration expenses and is included as the cost of Elf shares at December 31, 1973. The expenditures are 
allowable to the Company as deductions for income tax purposes. 


Also included under this caption at December 31, 1973 are 333,531 shares of British Columbia Oil Lands Ltd. 
(approximately 35% of that company’s outstanding capital stock) at a cost of $2 million with an approximate market 
value of $1.2 million. Because of the number of shares of British Columbia Oil Lands Ltd. involved, the market value is 
not necessarily indicative of the amount that would be realized on sale. 


Note 3 PROPERTY, PLANT AND EQUIPMENT 1973 1972 
Accumulated 
Depletion 
and 

Cost Depreciation Net Net 
OMll aaah es (OOPS, ssococsaonodanooowondcousoe $117,422,000 $38,137,000 $79,285,000 $ 68,333,000 
Oil and gas production equipment °..........-.... 20,376,000 10,874,000 9,502,000 8,858,000 
Pipelines and processing plants .................++: 28,105,000 19,822,000 8,283,000 9,000,000 
Propane marketing equipment ............+.+see8- 18,533,000 5,413,000 13,120,000 13,560,000 
Cag wining (OWES oconavenoopovocdonogeucocnnoan 8,960,000 1,294,000 7,666,000 7,626,000 


$193,396,000 $75,540,000 $117,856 ,000 $107 377,000 
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Note 4 BANK LOANS 1973 1972 


Canadian Industrial Gas & Oil Ltd. and wholly-owned subsidiaries ................... $21,530,000 $11,962,000 


Trans-Prairie Pipelines, Ltd. and subsidiary, secured by a general assignment 
of accounts receivable and by Series ‘‘D’’ First Mortgage 


Sinking Fund Bonds: (see* Noted) aerate cosine mcr ener eae teriesre ieee re rare 1,527,000 1,609,000 
23,057 ,O0O 132571000 
Gunrentmaturinesmmnc hice cenmm cmt ela ty lie om lite cima en anne ae aa 2,298,000 2,443,000 


$20,759,000 $11,128,000 


Loans of Canadian Industrial Gas & Oil Ltd. and wholly-owned subsidiaries, from Canadian banks in the amount of 
$21,150,000 at December 31, 1973, are evidenced by demand notes and are secured by assignment under Section 82 of 
the Bank Act (Canada) covering certain producing oil and gas properties together with a general assignment of 
accounts receivable. While the loans are payable on demand the companies have informal understandings with the 
banks that these loans will be paid in monthly instalments of $75,000 beginning in March, 1974, increasing to $242,000 
in October, 1974 and to $442,000 in February, 1975, plus interest. 


Bank loans maturities for each of the four years subsequent to 1974 are as follows: 
1975 — $5.5 million, 1976 — $5.7 million, 1977 — $4.6 million, 1978 — $3.0 million. 


Note 5 LONG-TERM DEBT 


Canadian Industrial Gas & Oil Ltd. and wholly-owned subsidiaries 


5%%o0 First Mortgage Sinking Fund Bonds, due February 1, 1983 ius ee 
($7,425,000 (U.S.)) subject to semi-annual 
SHUMMoholey Abul NAIK Or SEPSVOOO) (WES) sacccncascocessoasdvoasaagvcnnevensnue $ 7,995,000 $ 8,695,000 
Gonvertible notes payable jet neces a ee ere INH ee Re eee ete 2,510,000 _— 
Advance for drilling costs — interest-free, repayable October 1, 1982 
(MemohparenticompanyesharerS454) 000) Merlin kien eater rer rine renee 908,000 911,000 
Other: pervect sa daar eee ee She Oe A Ce ee ee eee eee re 697,000 863,000 
Trans-Prairie Pipelines, Ltd. and subsidiary 
First Mortgage Sinking Fund Bonds: 
6%o Series “‘A’’ due June 1, 1982, subject to annual 
Hoa avoves sabuntol jayehioarynus Oi AVAGO OO sacccaocadoogcvovoundyoosuuouonsonoDasoDabE 1,514,000 1,590,000 
9°o Series “‘B’’ due June 15, 1993, subject to annual 
Sinking und paymentS.ot.s60, OOO rrr eater err tea nner rar reer 2,500,000 — 
612%o Series ‘“‘C’’ due February 1, 1976, subject to annual 
sinkingsiund: payimentsiotes25 0) COO ESE Ennion encanto ect irr 258,000 495,000 
Sinking Fund Debentures: 
614°%o0 Series ‘A’ due February 1, 1976, subject to annual 
Ssinkingsiina payinentsrotS80/000 Emenee nent ite rt ri 139,000 201,000 
16,521,000 12,755,000 
Crum wnenivvannicr scvellulerel ua Guomeerone INNO ooo ucncocoyenoccgcasvousa0ea0ccu0se 876,000 1,343,000 


$15,645,000 $11,412,000 


The convertible notes are payable to Company officers and key employees, bear interest at a bank prime lending 
rate plus % of 1% and are convertible into common shares from time to time to September 2, 1979 at prices of $8.25 
and $8.63 per share. See Note 6. 


Trans-Prairie Pipelines, Ltd. has authorized the creation and issue of $3,500,000 712% Series ‘‘D’’ First Mortgage 
Sinking Fund Bonds due March 1, 1983, all of which are held by the bank as collateral for bank loans. 

Long-term debt maturities and sinking fund requirements for each of the four years subsequent to 1974 are as 
follows: 

1975 — $.9 million, 1976 — $1.6 million, 1977 — $.8 million, 1978 — $.8 million. 


Interest expense of $2,370,000 includes interest of $2,109,000 on bank loans and long-term debt and other interest 
charges of $261,000. 


Note 6 CAPITAL STOCK 


Changes in the Company's outstanding capital stock during the year ended December 31, 1973 were as follows: 


Preferred Shares Common Shares 

Number of Book Number of Book 

Shares Value Shares Value 
Ballers, Jemmanny i, MWB. oo5c0cccencvcunoceoausenneonnouur 154,963 $1,550,000 21,264,674 $27,716,000 
Issued for cashroniexenciseron optlons seen eae eeeean = = 17,316 58,000 

Issued on conversion of preferred 

SMAVAS TNC) COMMING SMBS .5,ccccsceacanvaconagnvovaone (150,891) (1,509,000) 362,138 1,509,000 

lPneernadl Slewas meCleMnasl gonccu-cooeovccnccuvnonvogooucc (4,072) (41,000) —_ = 
Balance, Decemlasr Bil, WOR soscenancansooconcccoevunsoues = — 21,644,128 $29,283,000 


Unissued common shares of the Company are reserved at December 31, 1973 as follows: 
291,231 for convertible notes payable. See Note 5. 


163,300 for market growth stock options held by Company officers and key employees, exercisable from time to time 
to May, 1978 at prices ranging from $8.50 to $11.00 per share. 


454,531 


Note 7 DIVIDEND RESTRICTIONS 


The terms of the Deed of Trust and Mortgage securing the Company's First Mortgage Sinking Fund Bonds restrict 
the amount of retained earnings available for dividends as at December 31, 1973 to approximately $67 million. 


Note 8 INCOME TAXES 


For income tax purposes the companies have claimed drilling, exploration and lease acquisition costs and capital 
cost allowances in amounts which, in the aggregate, exceed the related depletion and depreciation provisions reflected 
in the accounts. As a result income taxes for the year are payable only on the earnings of some of the Company's 
subsidiaries, while no income taxes are payable in respect of the earnings reported for the other companies. As at 
December 31, 1973 expenditures remain to be carried forward (subject to assessment by taxation authorities) and 
applied against future taxable income as follows: 


Drilling, exploration and lease acquisition 
COSIS (ha@lnching uoHErem CosuS Gu S15) mille) socsconcononcondadoncadonocanscur $ 9.3 million 
Wndenne ciate dteapitalucostammmnracinereri den aset ie tamara arr kon nn omer nrc $26.5 million 


Deferred income taxes, resulting from the application of the tax allocation method of accounting, have been 
recorded only in the accounts of some of the Company's subsidiaries, while the other companies have provided only for 
the taxes payable on their taxable income for the year (flow-through method). If the deferred tax basis had been 
followed for all companies, additional income taxes of approximately $5.8 million would have been provided for the 
year ended December 31, 1973 (1972 - $4.4 million) and the earnings for the year would have been reduced 
accordingly. The accumulated income tax reductions relating to all timing differences in the current year and prior 
periods amount to approximately $32.4 million at December 31, 1973, 


While the companies’ tax accounting method is consistent with the prevailing practice in the oil and gas industry, 
the Securities Commissions in Canada have questioned the use of the flow-through method and studies are currently 
underway in this regard. In the event that these studies do not, in the opinion of the Securities Commissions, justify the 
use of the flow-through method, the Commissions have stated that companies in the oil and gas industry should be 
prepared to adopt the deferred tax basis of accounting commencing in 1974. 


Note 9 COMMITMENTS AND CONTINGENT LIABILITIES 


(a) Reference is made to the commitment outlined in Note 2 with respect to the Company incurring additional 
drilling and exploration expenditures under the terms of the Elf agreement. 


(b) Claims to the extent of approximately $3,500,000 (U.S.} have been filed against a wholly-owned subsidiary in 
connection with a pipeline explosion which occurred in late 1971. Management believes that insurance coverage is 
adequate to cover any and all liability which may emanate therefrom. 


Note 10 REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


Remuneration totalling $474,000 was paid by the Company and its subsidiaries to the directors and senior officers 
of the Company in 1973. 
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AUDITORS’ REPORT 


To the Shareholders 
Canadian Industrial Gas & Oil Ltd. 


We have examined the consolidated balance sheet of Canadian Industrial Gas & Oil Ltd. and 
subsidiary companies as at December 31, 1973 and the consolidated statements of earnings, retained 
earnings, contributed surplus and changes in financial position for the year then ended. Our 
examination included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion these consolidated financial statements present fairly the financial position of the 
companies as at December 31, 1973 and the results of their operations and the changes in their 
financial position for the year then ended, in accordance with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year. 


Calgary, Alberta. RIDDELL, STEAD & CO. 
February 8, 1974. Chartered Accountants 


Petroleum, Natural Gas and Mineral Rights (Acres) 


DECEMBER 31, 1973 


The Company’s holdings increased from 20,065,818 gross (10,965,874 net) acres at the end of 1972, to 23,381,169 


gross (11,828,921 net) acres at December 31, 1973, substantially due to the acquisition of the large concession in 
Oman territorial waters. 


CANADA 


Arctic 
Amundsen Gulf 


Banks Island .. 


Beaufort Sea 


dhuikiovaktike sessed: 


Northwest 


Territories .. 


Yukon 
East Coast 
Flemish Pass 
Labrador 
Offshore 
Hudson Bay 
Alberta 
British Columbia 
Manitoba 
Ontario 


Saskatchewan . 


FOREIGN 

Adriatic Sea 
Malta 
North Sea 
Oman 
Sicily 


Wales 


Reservations 


Leases Permits & Licences Total Net Carried Interests Mineral Interests ae 
Gross Net Gross Net Gross Net Gross Net Gross Net Interests 

116,085 6,625 4,406,482 1,354,144 4,522,567 1,360,769 — — — — — 

_ — 1,001,435 1,001,435 1,001,435 1,001,435 — _ —_— — — 

_ — 1,709,993 1,320,080 1,709,993 1,320,080 _ _ — — — 

_ — 411,727 330,528 411,727 330,528 _ —_ — _— — 

_ _ 155,012 31,003 155. O02, 31,003 — _ —= _ — 
= — 191,686 7,667 191,686 7,667 — — — — 101,522 

— — 381,646 305,846 381,646 305,846 — — 4,649 1,162 a 

— _ 1,029,200 1,029,200 1,029,200 1,029,200 a — _ — — 

_ — 1,030,978 876,331 1,030,978 876,331 = _ — _ _— 

— — 610,112 610,112 610,112 610,112 — — — — = 
2,362,398 1,002,253 923,403 672,636 3,285,801 1,674,889 280,958 9,910 47,360 27,897 331,109 
367,844 115,923 308,855 152,982 676,699 268,905 128,801 10,026 — — 341,628 
76,463 23,942 — — 76,463 23,542 WAS 29 — _ 960 

4,252 4,252 1,890 1,890 6,142 6,142 _ — — _ — 
161,042 95,089 232,590 164,135 393,632 259,224 80 DZ, — _- 407,759 

— — S217, 42,934 SYA SAU7/ 42,934 _ _ _— _— — 

— oa 426,322 90,593 426,322 90,593 _ o _ — — 

—_ 2995031 62,210 259,831 62,210 — _ — — — 

_ — 3,372,983 1,054,057 3,372,983 1,054,057 — — = — = 

- — 73,970 73,970 73,970 73,970 -- — _— _— — 

— 3,602,000 1,399,484 3,682,853 1,399,484 -— _ — — — 

= — — -- — _ — — 1,040 1,040 — 
3,088,084 1,247,684 20,293,085 10,581,237 23,381,169 11,828,921 409,961 19,987 53,049 30,099 1,182,978 


Applications for Leases in Alaska covering 957,512 gross (299,222 net) acres are awaiting acceptance, and are not included in the above table. 


The above figures do not include Elf acreage, as follows, in 
which the Company has a 10°%o interest: 


Arctic Islands 
Beaufort Sea 

Mackenzie Delta 
Offshore East Coast 
Hudson Bay 
Alberta 
British Columbia 


TOTAL 


Gross Net 
25,776,568 14,354,225 
DN S\a) 3100) OVS a7 
4,194,521 3,219,425 
4,297,618 2,800,549 
19,457,005 1,541,025 
HavaylG ke) 222,203 
1,083,365 273,670 
57 ,697 ,530 23,424,254 


CANADIAN INDUSTRIAL GAS & OIL LTD. 
1973 ANNUAL REPORT 
eRINTES 
IN 


Canaph® 


Gas Sales Contracts AR29 


Gas sales contracts in respect of approxi- i 
mately 12 billion cubic feet per year have been || 
re-negotiated with three gas transmission com- \ 
panies, which will result in increased annual 


revenues in excess of $1,000,000. CANADIAN 
Crude Oil Price Increase INDUSTRIAL, 


Effective August 1, 1973, a 40¢ per barrel hk 
increase in the wellhead price of crude oil was | CAS 8&2 Oli as. 
announced by most crude oil purchasers. At | 
current production rates this increase will add | | 
in excess of $2,000,000 to the Company's an- | 
nual revenue. 


Preferred Shares 


The conversion privilege attached to the 
Company’s preferred shares expired on July 1, 
1973, and as a consequence the majority of 
the outstanding shares were converted to com- 
mon shares prior to that date. 


New Appointments 


At the meeting of the Board of Directors 
held on July 31, 1973, two additional directors 
were appointed; Mr. Vernon Taylor, retired and 
formerly a Senior Vice President and Director 
of Imperial Oil Limited, and Mr. Henry S. 
Romaine, Senior Vice President with The Mutual 
Life Insurance Company of New York. 


On Behalf of the Board 


Ld Zale 


President 
Calgary, Alberta 
August 17, 1973 


INTERIM REPORT 


JUNE 30, 1973 


LITHOGRAPHED IN CANADA 
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